The effectiveness of strategic management is determined by several factors. These are set out in Figure  1 . It is compiled from the works of GElweiler, ', FaurC, ' Rhenman, 3 Tregoe4 and Thompson.5 In our opinion the organization climate for strategic decision making is one of the most important factors which determines the effectiveness of strategic management.
In this paper we will not analyse the organizational climate-as a sociological phenomenon-but we will assess the factors which determine this climate. In particular we will discuss one factor: the quality of managers, and how to improve it. This can be done by developing an understanding what strategic management is and is not. The paper discusses central ideas on planning and some common problems and failures in strategic management.
Also, it gives some suggestions about how strategic planning should be organized.
Figure 1 serves as a broad framework and as background information.
The factors mentioned in
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71 the framework will be discussed in the paper and the figure is explained in Appendix 1.
Strategic Management
The process of strategic managemenr is directed to the reduction of uncertainty and eventually to the taking of strategic decisions.
This can be done either on a cyclical yearly basis or on an ad hoc project basis. However, every company should be involved in strategic management, because management always have opportunities to evaluate and threats to cope with. In this process of strategic management the company relies heavily on its strengths. Figure 2 gives the components of strategic management.
Flexibility
The first condition for the process, indicated above, to be carried out successfully, is that there is roomfir alternatives.
If the margin for taking strategic decisions were next to zero, the whole process would be a waste of time and money. More specific: there should be a contingency margin in financing, in time, in know-how (in the broadest sense) and last but certainly not least in decision-making. An example; a cleaning company which has just invested in an automatic washing process is tied to this decision for several years. The financial resources have been put into this expensive washing equipment.
After having taken this decision there is little point in evaluating alternative actions in the production area for several years. This is, by the way, one of the reasons why strategic management in smaller firms should be done on a project basis.' Furthermore, strategic planning (see Figure 2) ;c financial and economic;
.'T social; in management development structure; in productivity.
and organization
Objectives can be stated explicitly on paper, but can be implicit as well and should be realistic, related to the actual alternatives at hand. Smaller firms will tend to have implicit objectives, whereas larger firms will make their objectives explicit. This is simply because the greater the number of people who are involved in the process of strategic management, the more it is necessary to communicate the objectives in a formal way.
Objectives Should Be Realistic
They might be challenging, but never castles in the air. Nor should they be set too low, as they are often in communist countries, so that the plan can be met easily with an excess of ten or more per cent. In setting realistic objectives, one takes the planning process seriously. But even with realistic plans, objectives will be met only by accident. This does not mean that the process of preparing plans is a waste of time. Allowing some room for alternatives, which are available most of the time (e.g. closing the business is almost always a possibility), one must choose. And to choose properly one should discuss the consequences of several alternatives with the information available at that moment.
Later-on, after the decision has been taken, it will show that things happen differently.
Connected with the misunderstanding that objectives should be met and that otherwise planning is a waste of time, is that one should distinguish between prognoses and plans. You need prognoses to make plans, but they are certainly not the same as plans. Figure 3 gives the relationship between prognoses and plans within the whole process of strategic management. Figure 3 gives a very simple example to explain the difference between prognoses and plans. Even if the prognosis (weather-forecast) is rain, you can decide (i.e. plan) not to bring your raincoat with you. Maybe you do not mind a little rain, or you can take the risk that it does not rain when you are out, or you do not believe the weather-forecast. It mainly affects things in the (far) future. It is a vague philosophical process which deals with the long term. On the contrary strategic management deals with today and with today's decisions. Even if the decision is postponed, a decision has been taken NOW; the decision that the decision is postponed. And that decision can have dramatic consequences! Think of delaying a decision to merge. Later-on we may be glad that this decision was postponed until better information was at hand, or we may regret a missed opportunity. Of all the possible mistakes in strategic management, there are two serious mistakes made in practice (see Figure 2 ): 
Consequences
At the same time they are non-routine decisions, because they are concerned with new situations. So we are faced with a dilemma: on the one hand they are of vital importance, on the other hand they are unique decisions. But even if it is very difficult to make such vital decisions, we do this in a proper way. We have to acknowledge the lack of information and shortage of time.
Later on we often recognize that the wrong decision had been taken. This does not mean, however, that we should not plan. At the time the decision was made, with the information which we had then, it may have been a good decision. We probably put a lot of thought into it and this is usually better than doing nothing or reacting impulsively. Evaluating the decision in the light of what actually happened is always useful; in doing this we often learn a great deal.
Decision Makers are Often Not Very Creative in Doing New Things
There are several reasons for this:
to avoid risk; poor information and bad communication;
they have been creative in the past, but failed to exploit this commercially; some managers think that new should be really new, a totally different product, market or technology and in such ventures small companies will fail most of the time;
the room for manoeuvre is too small, especially in smaller firms; they think merely in terms of 'solutions', rather than in terms of 'alternatives'; decision-making is done implicitly and intuitively and not in an analytical way. This approach leads to obvious solutions or even worse jumping to conclusions. The members of this department should have a thorough knowledge of the firm and a substantial part of the department should consist of people, who are experienced in the company and have seen the company from different angles.
In smaller firms the organizational set-up is simpler. As there is a narrow margin left for manoeuvre, strategic decisions are not as frequent as in larger firms. If a firm has less than 500 members, strategic decision making on a project basis will be quite sufficient. The project-team should consist of 3-8 members. The chairman should be the director of the firm, because he makes the decisions. Working groups, committees or experts can be attached to the project-team depending on the agenda. The chairman of these groups should be a member of the project-team (see Figure 6 ). it motivates people to execute the plan later-on; they will have a better idea what it is all about and so they will make better plans and execute the plans in a better way; it improves the communication among the members; it shows quickly the difference in ideas so that the decision can be more to the point and will lead to a consensus; the decisions will delay the decision making in the beginning, but time will be gained later-on, because the execution will take place without confusion or discussion. drawback may be that the project-team is regarded by the rest of the organization as an elite and this can result in misunderstandings between the project-team and the rest of the organization. Therefore a proper introduction of the projectteam is necessary, and adequate information from the project-team should be provided to the organization.
How should we start with strategic management? To a certain extent one can do strategic management intuitively, but as the situation grows more complex (i.e. more products, more regional areas and the like), it is usually necessary to use a procedure. This ensures that we consider subjects and/or aspects of the organization step by step. Although it is true that everything interacts with everything one cannot possibly consider everything at the same time! Knowing this we cut the problem into pieces, so that it will be more tractable. This cutting into pieces is necessary when strategic management is being carried out bysay-more than three persons. In our opinion the organization climate for strategic decision making is one of the most important factors which determines the effectiveness of strategic management.
This climate is determined by four key factors.
The Quality of Managers (4 (b)
Their understanding of Strategic Management is crucial; therefore much of the paper has been dedicated to common problems, misunderstandings and failures in introducing and executing strategic management.
The better managers perform on the managerial grid (Blake and Mouton'), the more they will tend to be 'strategically capable', and also more socially oriented and co-operative, co-operative with people inside as well as outside the company. The paper explained the need for co-operation with outside experts in developing strategic management.
Scope for Alternatives
This margin itself is determined by several factors:
the profitability of the organization; the dependence on other organizations and pressure groups; the complexity of the organization. Are the products and production methods unique or standard, i.e. are the decisions being made on a non-routine or routine basis? Complexity again is influenced by the technology-is it advanced or not advanced? the turbulence in the market place and as a consequence of that the turbulence within the company. This is related to the length of the life-cycle of the products, typically we see high advanced technology in a turbulent environment (e.g. semi-conductors), short life-cycles; the heterogeneity of the output, how many different products are being manufactured, the variety of markets served or needs fulfilled. This factor is closely related to the complexity of the organization. specialization of the production process: are the production resources versatile or not? This factor is also closely related to complexity, but in our opinion not necessarily the same. Once a company has invested in specific (non-versatile) resources (i.e. capital goodseconomies of scale-or know-how), it is difficult to change and the scope for alternatives is less; (g) the quality of managers; the better the manager, the more scope for alternatives he will see. It is only a matter of facts, but also a matter of perception and a better manager will perceive more opportunities.
Atmosphere of the Organization
Are people used to discussing problems and plans openly or is the atmosphere more like 'the survival of the fittest'.
Of course this factor also influences the quality of the managers and vice versa, certainly in the long run.
The atmosphere is highly influenced by the organization structure.
Pressures Upon the Organization
Sometimes the scope for alternatives is quite small, but the organization climate for strategic decision making is positive. This is caused by the pressures which are acting on the organization from outside or inside the company.
(For example: a subsidiary in a large concern may be urged to better performance, representatives of the labour force may urge the management to plan in a more sophisticated way or there may be pressures from competitors.)
To complete the analysis of Figure 1 we should emphasize that the quality of the managers influences the attitude towards planning. Better quality managers produce better communications, more adequate information, better intuition, a higher analytical level and a longer time-horizon.
In short, a better climate for strategic management.
On the other hand, better planning results in better information and more effective techniques and procedures. By 'effective' we mean: better adapted to the situation, not necessarily more 'advanced', e.g. computerized corporate models.
Eventually, the effectiveness of strategic management is determined by the organizational climate, the quality of information and the adaptation of the techniques and procedures used.
(8) Evaluation and Control During and after the planning process.
Appendix 3: A (Tragic) Case
A family company with a long tradition in manufacturing high quality machine-parts is faced with a decrease in sales and increases in costs over the years. The decrease in sales is a result of a fall in the total market and an increase in imports. The manager reacted by cutting manpower costs. In the last 10 years the manpower was reduced from 300 to 140. The labour-unions and the representatives of the labour-force protested more and more. This problem of loyalty divided the whole company into two groups. A smaller group remained loyal to the first manager and his son (who could become the new manager eventually!).
A larger group preferred the new style of management, although this could result in a higher probability of getting dismissed as soon as the interim manager left. The co-operation between the two managers remained, surprisingly enough, acceptable.
The decrease in manpower was to bc bctwccn 20 and 35, but of course everybody remembered the last figure only and was wondering whether he was the one who might be dismissed.
And as earlier stated: whether he could raise his chances if he was a 'loyalist'.
This decrease in manpower was necessary because of two reasons: 5! the profit was actually below zero and; s$r there should be a fund created for innovation in new products.
For the personnel, who was gathered at a meeting this was quite confusing.
Besides the fear of being dismissed and unemployed for the rest of their life (at the moment unemployment is over 15 per cent in Holland), they did notquite understandableget the picture very clear and asked e.g.:
Why should people be dismissed if there is no concrete idea for a new product?
We had to admit that this indeed was the case, but that the alternative was even worse: a reduction of manpower down to zero within, say, 5 years.
Could not the company borrow more money or strengthen the equity? This was refused by the bank and the second was quite impossible.
How can you make more products with less people? We explained that other people would be subtracted: people with other skills and know-how.
Still it remained quite confusing for the personnel.
Also the plan was not agreed by the manager. He went along with the first part, but not with the second. He thought it much too uncertain and too risky and a waste of money.
There upon the interim-manager said that he could not be responsible for a decrease in manpower only. And that he insisted on a plan for the future for new products.
So he resigned.
The manager then made a 'smart' move. He contacted the personnel to say that he regretted that the interim-manager stopped the co-operation, but since the result of the last half year was positive, there was no reason to panic. He therefore proposed a new strategic plan, which provided for a decrease in manpower of only 18. This was discussed on a second meeting, on which most of the personnel was gathered. The discussion was preceded by the labour-unions.
We, as consultants, were the experts for the labour-representatives.
On this meeting we explained once more our point of view: there had to be a strategic breakthrough and room for alternatives.
And the co-ordination of the new activities should be done by the interim-manager or a new one. Oranother possibility-the company should merge with another one. The best alternative, removal of the manager and some staff members, was not feasible because the manager had most of the shares.
When it came to voting it was agreed almost unanimously, that should be chosen for survival on the long term and that this point of view should be stressed on the following meeting between the unions and the manager.
Mcanwhilc
WC got the strong impression that the manager had a strategy already! He wanted the decrease of manpower to about 50 or ho people; at that time he could hand over the company to his son. He presumed that his son was not capable of managing a larger company. Frankly, this certainly was a feasible alternative to talk about with us and the unions.
